
COMMONWEALTH OF KEiJTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * * *  

In the Matter of 

THE APPLICATION OF McCREARY COUNTY 
WATER DISTRICT FOR (1) A CERTIFICATE 
OF PUBLIC CONVENIENCE AND NECESSITY, 
AUTHORIZING AND PERMITTING S A I D  WATER 
D I S T R I C T  TO CONSTRUCT A WATERWORKS 
CONSTRUCTION PROJECT, CONSISTING OF 

MENTS TO THE EXISTING WATERWORKS 
SYSTEM OF THE DISTRICT; (2) APPROVAL 
OF THE PROPOSED PLAN OF FINACNING OF 
SAID PROJECT; AND (3) APPROVAL OF THE 
INCREASED WATER RATES PROPOSED TO BE 
CHARGED BY THE DISTRICT TO CUSTOMERS 
OF THE DLSTRICT 

EXTENSIONS, ADDITIONS, AND ZMPROVE- 

0 

CASE NO. 8720 

O R D E R  

IT IS ORDERED That th is  case be and it hereby is set f o r  

hearing on May 4 ,  1983, at 2:OO p.m., Eastern Daylight Time, in 

the Commission's offices at  Frankfort, Kentucky, for the purpose 

of receiving testimony with respect to the attached Report of 

Robert A r n e t t  of the C o m i a a i o n  Staff dated March 17, 1983, 

(Appendix A) and those sections of the attached draft Order 

(Appendix B) relating to the proposed construction of the McCreary  

C o u n t y  Water District. 

Done at Frankfort, Kentucky, this 29th day of April, 1983. 

P U W C  SERVICE COMMISSION 

ATTEST : 

Secretary 



R E P O R T  

. .  

. _  . . 

TO : 

THRU: 

.=OM: 

RE: 

DATE : :- 

e/ Claude' G. Rhorer, Jr., DDlrector 
Divisfon of Utility Engineering 
and Services 

Byrnes C. 
k'ater and 

Robert N . 
Water and 

Fairchild, Chief 
Sewage Section 

Arnett, Vlb Public Service' EngS-neer 
Sewage Section 

Case No. 8720 . 

Xarch 17, >19.83 

. Br-Pe f 
me' purpose of th i s  report- is 'to r e v i e w  

proposed wzterworks improvenient project to the 

Dtstrict's C'McCreary County"j! present system. 

I _  

..... . .  
. 1  . .  

_ _  
.. 

the need f o r ' a  

Mccreary County Water 

On Novembe'r 1, 1982, 

r-fccreary County filed an application 'with the Public Senrice 

Cornissfon requesting approval o f .  the construction of a new garage 

and maintenance building, w a t e t  tredtment plant  hprovdezi ts ;  and 

the construction of a 500,000 gallon elevated steel water storage 

tznk and related appurtenances. 

approval of a proposed plan of financing the  proposed hprovanents, 

an6 a proposed rate increase. C o s t  estimates, engineering.reporta, 

The applicatlon also requested 

- 

plans, specificathns and hydraulic analyses were f i l e d -  w i t h  the 

. orfginal application. Additional hydraulic .information was requested 

. f r o n  NcCrezry Courty by Order dated January 19, 1983. A formal 

e /  hearing was held on February 1 5 ,  1983. 
I .  

It sppeers from the appl i ca t ion  znd record in this case that 

t2.e c o n s t r u c t i o n  of a new garage and maintenance building and water  



nore e f f i c i e n t  water s e r v k e  t o  i t s  ccs toners, however af te r  

revlewfnp; the' engineering data and hydraulic analyses furnished in 

this case by McCreary County's consultant, Kennoy Engineers, Inc. 

of Lexington, Kentucky (-"Kennoy"), I feel the need fo r  a 500,000.  

gzllon water s torage tank i n  %%e location proposed has n o t  bken 

sufficiently documented by Kennoy. ( A l l  data for this report came ' 

from Case File 8720). 

NcCreary County 

f ac i l i t i e s '  i n  1965. 

' Ba'ckground Information 

was .formed i n  1962 and began operatton' of 

There have been two major improveoierit and 

expansion projects constructed (i9-72 and 1978) . 
presently serves approximately 2,730 customers in McCreziry County 

McCreary County 

(See Figure 1). The exis t ing water system is comprised .of a water 

intake stnructure'and impoundment, a water treatment glant,approx€- 
mately 36 m i l e s  of pipeline, 4 storage tanks (See Table I) and 

two booster pump stations. CSee Figure 2 f o r  p a r t i a l  layout 03 - .  
sgs tern) 

Existing: Storage Tanks 
TABLX f 

CAPACITY 
TANK. (GALLONS)& - . 1s0,000 

: zlso,ooo 

SO,  000 
PARKERS LAKE 

XIh'C; CE?lfETERY ROAD 

* WHITLEY CITY 
50,000 . . PINE KNOT 

, 400,000 

The average d a i l y  demand far water i n  1979. on McCresry 

Cotmty'  s system was 466,340.  gallons.  me PSC' 6 current regulations 



re ,q-s i re  a of L Bays storage and t h e  Farmers a 
("Fi i3")  reeomends 2 dzys storage. As can be seen from 
?kCrezry County's storage did not  neet the PSC's one day 

requirement in 1979. 

A&instrztio=l 

Table I ,  

storege 

To further compliczte matters the Parkers Lake end King 

Ceaetery Road Tanks are on the North and South ends of McCreary 

County's s y s t e m  resTectively and are filled by booster pump statfons 

which incorporate  check valves such that the tanks cannot backfeed 

to the "core" .area. This i n  turn fur ther  demonstrates the aeea Eor 
a d d i t i o n a l  storage capacity as can be seen f r o m  Table IS which is 

based on 1979 data taken fros the Preliminary Engineering Report 

filed by Kennoy . 
- 

c 

TABLE :IS 
CAPACfTY AVERAGE DAILY I STOUGE 

(DAYS) 
TAVK 

(GALLONS) DEMAND 
(GALLON'S) 

150,000 43,000 
217,670 

PARICERS TAKE 
IXSTLEY C I T Y  50,000 
P I i E  KEOT 50,000 169,000 
KING CEKETERY ROAD 15O,c100. 36,670 

3.5 
23 
.30 

4.10 

As can be seen from th6 above table there appears t o  be. 

inzdequate trater s t o r a g e  'in the "core'.* area of McCreary County ts 

. 
. -  

system. A t  the present tine 'there is only l O . Q , O Q O  gallons .ayaf.lab.le. * 

. f o r  storage"for a 19.79. daLly demand of 386,673' i n  the "cor'e" area. 

Bzsed on the above information, addft ional  water storage o f  approxl- 

-&tely* 300;OOO gallons is needed in the "core" area based on PSC 
fequLrements and approxFmately 700,099 gallons if FrnHA'.s momendation 

is used. However, 700,000 gallons of additional storage would 

?.=obzbly not be feasible.  An zdditionzl 500,000 gallons storage as 

- 3 -  
, -. 



Froposed v o u  ve ep?rox.inately 1.6 l a y s  s torzge ,  - Tinere 
is en est i .meced 250 ,000 'gallons of water in s t o r a g e  in the cleaxwe11 

a= tSe water treatment plant,  which could be used  t o  supplement 

the szorage in the "core" area. However, this v70ul.d have to be 

punped into the  system ins tead  of being gravity f e d  as from the . 

storege tanks. The gallonage-.in the c l e a x e l l  was estimated from 

the plans, etc. submitted in t h i s  Case.) 

Review of Data and Ex'pected 
System Ooeration 

In order to verify how McCreary County's system w i l l  operate 

a f t e r  the installatlon of the proposed 500.,000 gallon t a d  it  is 

necessary to perform a detailed hydraulic analysls.  

Co&ty's system has severzl tanks, loop lines, etc. it would 5e 

very ted5ous and t i m e  consuming to do an adecjuate Kydraulie.analysis 

of the system without the 'aid of computer facilities. 

simulated McCreary County's system on tEid computer using input data 

Since XcCreary 
- .  

. .  
Kennoy 

. - .  

such as tfte type and s € z e  of l lnes ,  fr ic t ion  factors or resistance 

to flow, loeatlon of usages' Cdemands) at appropriate 'points on the 

system etc.  . Kennoy f f l e d  computer results of several poss i t l e  

operating scenarios with the or ig ina l  a p p l i c a t i o n  and ffled 

a d d i t i o n a l  computer results.at the request of PSC staff as s t a t e d  

ezrlier, 

f i l e d  by Kennoy. 

M y  review and subsequent concern is  based on tEe data 

Kennoy filed an expected operatLana1 sequence 'of the proposed 

- .  system In response to the PSC's Order dated January 19, 1983. 
response stated, "The system improvements for the above referenced 

pro jec t  Gill result In the'high service pumps at the water treatment 

plant be ing  activated by a Telemetering System to b e  ins ta l l ed  at the 

ThLs 

pro?csed tank s i t e .  Tinis Telemetering System will be s e t  up such 

- 4 -  



ic cslcula- e &. ,nat ft vi1 adjusteble and we have based our hyd 

tio2s on a tank level zt two thirds full capacity.  Ve feel this 

v i l l  be the normal operatlng r2nge and once this level i s  obtained 

in the tank the Telemeterfng System will activate the high service 
. punps to fill the new five hundred thousand (500,000) gallon tank, 

located on Lookout Tower Road: Once this tank has been f i l l e d  the 

pumps at the water treatment plant w i l l  shut off and the levels in 

a e  other tanks w i l l  herease unt'il such poin t  in tlme as they are 

. 

at their over-flow elevation w h k h  is the same elevation as the 

proposed tank (1529.). The two. pump stations w i t h i n  the distribution 

system are activated either by T e l e m e t e r h g  Systems or set  up to 

operate predetermined number of  hours each dzy." 

. 

The following table  wds constructed based on data. from 
Kennoy's computer simulation of the system w i t h  the following input .  

. data in addition to the data menthned above. 

1. New tank is one th ird  less than f u l l ,  all other tanks 

approximately 1/2 f u l l ,  high service pumps off  and average 'usage on 

. the system. 

AVERAGE DEX&?D T'IME TO EMPTY NORNAL USE 

- TANK (GALLONS) I I I N U T E )  . - (HOURS) (GALLONS) 
CAPACITY (GALLONS PER IF Fuu IN 12 HOURS 

PARKERS LAKE 150,000 ' 78 32.0 56,160 
IJHfTLEY CITY 50 ,000  335 2.5  241 200* 

. NEWTANK 500,000 . 120 . 6 9 . 0  86,400 
-PIhX KNOT ' 50,000 . 176 4.8 126,72Q* 

Kl?qG CEXETERY RD. 150,000 26 9 6 . 0  is, 72a 
$:INPOSSIBLE SITUATIOX- 2 TAXKS IF KALF FULL ONLY HAVE 

2 5 ,  ClOO GALLONS EACH. USAGE MUST BE SATISFIED 'FROM 
ANOTHER SOURCE. 



The owing tab le  vas  constructe6 based on * frc3 
Xeanop's computer slnuletion of the system wi th  rhe following input 

Cata in addit ion to the d a t a  mentioned on page 4 :  

2. A l l  tanks 5~x1, high service pumps on, zero usage (dercand). 

735s scenario would demonstrate whether t he  tanks can be f i l l e d . .  

The flow data taken from the -cmputer simulation would be the m i n i -  

mtlm flow gosng into each of the tanks w F t h  zero customer usage. 

A t  lower w a t e r  levels in the tanks greater flow would enter each 

tank due to Leaa head or pressure that the high service pumps have 

to work against. In order t o b e  conservative assume t ha t  the flows 

never exceed the flow at thaz point  i n  tfme when all tanks are f u l l .  

INFUWT&?'KS TIME TO FILL 
CAPACTTY OUTFLOW TANKS (CNLLONS PER TO CAPACITY - TANK (GALLONS)' (GALLONS)' . 2TI h'cuTE) (HOURS) 

PAIiKERS LAKE 15O,OOO 56 160 8 117 
WHITLEY CITY 50,000 241 ZOO* 205 4.1 
1\E?q TAhX 500 000 86 400 257 5 . 6  
PXhZ KHOT 50,000 126 720* 157' 5 .3  
KINGS CEMETERY 33.150,QOO 18 720 52 6 

%EE NOTE ON TABLE 111 
From the above it can be seen that all tanks except Parkers 

Lzke could be f i l l e d  during off-peak times w h i c h  is aFproximately, 

- 8 hours a day. The Parkers Lake Tank could n o t  be f i l l e d  unless . 
the pump scation which feeds thLs tank is operated. This would take 

more water Crom the "core" &rea and could in  turn cause the tanks 

in the "care" area not to be full at the s t a r t  of the normal demand 

p e r i o d ,  Based on th is  information it Qould take even less time to 

eapty the IXM.tley City and Pine Knot tanks. 
, 

- 6 -  

. .  



32se the I n f o h a t i o n  on page 6,the expect per 2 ti on 

of t h e  system asswing  it: has- been subjected to the  average demand 

and the new tahk level has dropped enough to zctivate the high 

. service pmps would be as follows: . 

1. All tanks begin filling. 

2. The l a i t l e y  City  Tank would fill first and would be 

cut o f f  by i ts  altitude valve. 

-3. 

its -altitude valve. 
-4. The new tank would f i l l  and would de-activate the 

htgh s e M c e  pumps. 

5 .  

e. The Pine Knot Tank would f i l l  and would be cut o f f  by 

+ 

. The Parker8 Lake Tank and King Cemetery Roid Tank 

would continue 'to f l l l  from &e other tanks. 

At t h l s  poin t  fn tbe 'approx€mate ly  8 hours after starting 

... to fill, the system-would start to experience usage (demand). In 4 

al l  probability this demand could be higher than average demand, and 

would make conditions worse than outlined in Table 111. For the 

'sake of discussion asmme 't€ie 'system only experrences average dem'and. 

Based on the information on pages ,  the  expected operation of 

4- the system would be as follows: . -  
1. The Vhftley C f t y  Tank would be out of wgter  in approxi- 

mately 2 1/2 hours. 

2. 

5 hours. ~. 

The Pine Knot Tank would be o u t  of water  in approximately 

3 .  

new taak which. after two' hours has fed anproximately 18,000 

gallons into t h e  system. 

Any demand in these areas would have to come' from' the . 

As s t z t e d  ear l ie r  a 1/3 drop in 

- 7 -  



e Coi~clus%c~s  and ReccT.endat ions  e 
Based on the review of the i n f o m a t i o n  subnitted in this 

csse, t5e following conclus5ons are presented: 

1. There is a demonstrable need f o r  the construction of 

a new garage and maintenance building. 

2. There is a demonstrable need fo r  making water' treatment 

p lant  tmprovements . 
3. 

storage facrlitfes on the McCrezry County system. 

There is a demonstrable need f o r  addltional water 

. 4 ,  McCreary County . '~  -distribution s y s t e m  will n o t  

hydraulfcally support a 500.,000 gallon storage tank %n its proposed 
.. location. . .  

This report makes the f o l l o w h g  recomendations:. 

1. McCreary County's .application f o r  a certificate of 

publ ic  convenience and necessity f o r . tKe  construction o f  a new 

garage and maintenance 6uildfng and makFng water treatment plant 

improvements should be granted, 

2. McCreary County's application for a certificate 'of 

convenience and necessity for the construction o f  a 500,400 gallon 

~ z t e r  storage tank in its proposed location should be dented. 
I - 

3 .  McCrssry County should be inotnrcted t o  make 'further 

studies of i ts  distrfbution.system to determine the nost appraprlate 

location fo r  a new-s t o r a g e .  tank (or tanks). 

selected should i n  addition to b.e.Eng suttable  f o r  the quantity t o  

be stored, also be su i tab le  for h y d r a u l i c a l l y  e f f i c i en t  delivery 

of this .quzntity to meet the system's demand for water. Studies 

based on actual operating conditions are e s sent ta l  t o  this purpose. 

The location(.s,)- 

, 1 

. '  - 9 -  
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D I S T R I B U T I O N  S Y S ~ E M  

Figure 2 



. COI:P!U?:WCALTH OF 1;E:iTUCKY 

-EEFOXE' THE P U E L I C  S E R V I C E  C O M ~ 1 I S S f O C  

* * * - *  * 
, \ ,  n T  I .  

Tn t h c  X n t t e r  of: 

e THE APPLICATIO€i  O F  MCCREARY 1 
-COUZ?TY WATER D I S T R I C T  FOR ( 1  ) . A  ) 
C E R T I F I C A T E  OF P U B L I C  C O N V E N I E N C E )  
ASD N E C E S S I T Y ,  AUTHORIZING AND ) 
P E R N I T T I N C  S A I D  WATER D I S T R I C T  T O )  

C O K S T R U C T I O N  P R O J E C T ,  COKSISTINC 1 
COKSTRUCT A WATERWORKS 1 

IXPROVEMEKTS T O  THE EXISTIKC 1 C A S E  NO. 8720 * 
- OF E X T E K S I O N S ,  A D D I T X O N S ,  A K D  

. WATERWORKS SYSEM OF THE D I S T R I C T ;  ) 
( 2 )  APROVAL OF THE PROPOSED P L A N  1 
O F  F I N A N C I N G  OF S A I D  PROJECT AKD 1 
( 3 )  APPROVAL OF THE INCREASED 1 
WATER R A T E S  PROPOSED TO BE 1 
CHARGED BY THE DISTRSCT TO 1 
CUSTOMERS OF T H E  DISTRICT > 

. .  

. .  
I .  

. O R D E R  
. .-. 

. . .  - .  ., . 

T h e  U,cCreaty County Water D i s t r i c t  ("McCtesrp ' C o m t g " )  

. .  f i .1e'd its. application. on . November 1, 1 9 8 2 ,  for approval  of 

sdjustments t o  i t 6  water s e r v i c e .  rOte8, authorization to construct . 

' . a -$78S,000 waterworks improv'ement project and a p p r o v a l  af Its plan 
4 

. of financing for thlm project .  T h a  p18nned financing includad a .  

$ 4 0 0 , 0 0 0  grant f r o m  the AppelaChSan Region81 . Comaiselon ("ARC") 

end Farmers Home Adminietratloa ("FmHA") 108118 t o t a l f n g  $385,000 

8s follows: $ 2 8 5 , 0 0 0  a t  5 percent i n t e r e s t  a n d  $100,000 a t  1 1  3 / 8  

p e r c e n t  j n t e r e s t .  V a t e r w o r k s  r e v e n u e  b o n d s  a r e  to be issued as 

s e c u r i t y  f o Z  t h e s e  l o a n s .  T h e  t e p a y r t e n t  p c r i o d  w i 1 l : b e  40 y e a r s .  

A h e a r i n g  was h e l d  February 1 5 ,  1 9 8 3 ,  I n  t h e  o f f l c c s  of t h e  

YuElic Scrv ice '  C o n n i r r i o n ,  V r a n l t f o r t ,  K e n t u c k y .  Ilrrr. Pnt T c r r y  

I 



a 
aad !!T. C r a y s o n  ~ e c l ,  c u e t o n e t s  of !!cCrcary C o u n t y ,  intervened end 

e x p r e s s e d  cone-ern about t h e  e f f e c t  of t h c  p r d p o e e d  tetce o n  h i g h  

vorumc c u s t o c w r s  of McCreary C o u n t y e .  t . ! t s .  T e r r y  orrns thc People's 

Laundry 'in \!hitley C i t y .  1:r. Dee1 rcprescntcd the P i n e  Knott 

I 
. ' .  

c o n s e r v a t i o n  Center, a Job C o k p s  T r a i n i n g  Center. 

. ~ c ~ r e s r y  CoGnty requested spprovil of increaspd rates f o r  

water s e r v i c e  which would p r o v i d e  an i n c r e a s e  in operating 

revenues o f  S9.7.749.  In t h i s  Order, t h e  Commlssion h a s  rllowed an 
. .  
.. 

increase  in operating revenues  of $66.303. 

TEST PERIOD . 
HcCreary C o u n t y  p t o p o e a d  and t h e  Conmislson has a c c e p t e d  

t h e  12-month p e r i o d  ending June 30, 1982,  a B  the - t e s t  period in 

- .  

- .  . this m a t t e r ,  

. . . .  .-. R E V E N U E S  AND EXPENSES . 

H c C t e a r y  County ' s  net optr i t ' ing  income for  t h e  t e s t  p e r i o d  

was $11,188. I ,In order to re f l ec t  expected operat ing  condst ionr  

* . c u b o c q u e n t . t o  complctlon of t h t . . p r o p o s c d  c o n s t r u c t i o n  project, 

McCrearp County propooed numerous a d 3 u s t e e n t s  t o  revenues and 

expenses r e s u l t i n g  In an a d j u s t e d  n e t  operating l o s s  of $ 2 , 8 4 4 .  

The ~Comthlsslon f i n d s  McCte8ry County'e p r o p o s e d  e d j u s t o e n t s , t o  .ba 

generally prropct a n d  has accepted them for rete-rnaklng purporce 

, with the following excaptionr a r .  .:. 
.. 

D s p r e c i a t l o h  Expense 

XcCreary County adju6tcd dcprecSntion C X p C n 8 e  by $ 7  , t O O  t o  

reflect adeitional depreciation from t h e  c o n s t r u c t i o n  project. 

T h e  C o n n . i s s i o n  h a s  f u r t h e r  e d j u e t e d  depreciation c x p c n a c  in 

accordance w i t h  i t s  policy t h a t  depreciation should hc computed on 

i 



t h c  t z s k s  cf o r i g i n a l  cost o €  t h c  p l a n t  in .servflcc less 

contributions in a i d  of construction. . T h e  Connisston 1 s  of the 

o p l n j o n  t h a t  i t  Is u n f a i r  t o  rcqulre  ratepayers t o  p r o v f d c  

recovery  on shat portion of p l a n t  which h a s  b e e n  provided free of 

c o s t  There fore ,  t h e  C o m m i s s i o n  finds that r e a s o n s b l c  

depreciation expense for rate-making p u r p o s e s  I 6  S40,219,-  z' 8 

r 'educt ian in adjusted d e p r e c i a t i o n  expense of 6 3 7 , 4 2 9 .  

* . e .  

.. 
Therefore,  the C o m m f  s s i o n  f i n d s  that:  McCreary County's -. 

a d j u s t e d  test period operations are 8s follows: .. 

McCreary County Commission 
A d j u s t e d  Ad j us tme nc s' A d 3  u8 t ed 

Operating Revenues $ 399,017 . $ -0- $399,017 
Operating Expenses 4 0 1 , 8 6 1  ( 3 7 , 4 2 9 )  3 6 4 . 4 3 2  
h'ct Operating Income $ (2,844) $ 3 7 , 4 2 9  $ 3 4 , 5 8 5  
O t h e r  facome $ 5 , 0 4 4  -0-  $ 5 , 0 4 4  
Income Available f o r  

Debt S e r v i c e  . $ 2,200 ' $ - 3 7 , 4 2 9  $ 39 ,6-29 

R E V E N U E  REQUIREMEETS 

.. 

The Cornmirsioa ha8 used t h e  d e b t  service coverage ("DSC") 

. ' method t o  d e t e r m i n e  appropr ia te  xevenue .requirements for HcCreaty 

County. McCreary County's pro .forma average  d e b t  service for t h e  

L 0 next  5 years , including f i n a n c i n g  o f  t h e  p r o p o s e d  construction 

project, ' i o  $88,277. HcCreaty * County's DSC on ad justed  .net  

operating income of $ 3 4 , S 8 5  p l u s  o ther  income of 6 5 , 0 4 4  ir .43X.  

. The'CdmmissIon 5s of the o p i n i o n  that t h Z s  DSC is unfair, u n j u s t  and  

unreasonable. Furthermore, the  Commission is of  the  o p i n i o n  t h a t  8 



y r o ~ f d c  tlic 1 . Z X  C S C  w h i c h  v i11  e n c o r e  t h e  f u t u r e  effnancicl 

s t c b i l i t y  of KcCtcaty' C o u n t y .  I 

OTHER R A T T E R S  

RcCreary County l s s u e d  Vatcrwarks Refunding and I n p r o v e m c n t  

EonCs i n  1 9 7 3  t o  f i n a n c e  improvements on t h e  'Sy6t12~1 .  and t o  r e f u n d  

'previous  issues. McCtesry County currently h a s  outstanding $ 6 3 1 , 6 1 5  

of S e r l e s  -"A'. bonds end Sl72,OOO of Ser ie s  "B" bonds p s p a b l e  t o  t h e  

Cepartnent  of Hous ing  and. U r b a n  Development ("HUD"). C u r t h e r ,  

HcCrcarg County is c h t t e n t l y  i n  default on $47,415.of p r i n c i p a l  on 

ahe'Scries " A "  bonds end' $9,000 on t h e  Series " B "  bonds. I l c C t c a r y  

County a s k e d  t o  I n c l u d e  a 3-year amortization o f .  t h i 8  d e l i n q u e n t  

. p r i n c i p a l  in I t a  b e e i c  rates et: an annua l  charge of $ 1 8 , 8 0 5 ,  In 

. - .  . theory and a c c o r d i n g  e o .  p a s t  Comnissfon p o l i c y ,  p r l n c l p a l  repeynent I 

should be made from t h e  annual depreciation charges  end the  p r o f i t s  

of a utility. However. due to l t u  limited cash-flow and I t s - f a i l u r e .  

to m a k e  timely f e t e  case fflings,.McCreary County has  been unable  to 

pay its operating expensos 8nd meet  i t s  debt service requirementst. 

. .  

The Commission h a s  r e v i e w e d  NcCresry County's operations and 

. rite c.00' h i s t o r y  t o  datermino tho appropsiatanerr o f  requlrlng the  

preuent r a t e p a y e t o  t o  s u p p l e m e n t  any cash flow d e f i c i e n c y  esuecd  by 

p a s t  due delinquencies. The CammLeelon i o  of t h s  o p i n i ~ n  that i n  

t h i s  i n s t a n c e  it 5 s  necessary for t h e  ratepayers t o  pay .a r u t c h a t g c  

' s i n c e  tkcrc arc no stockholders t o  p e n a l i z e  f o r  the l a c k  of e i n c l y  

rate' filings. T h e r c f o r e ,  t h c  Connission f i n d s  i t  a p p r o p r i a t e  for 

. 
, .  .. 

KcCreery County's rntepeycrs to p a y  a s u r c h a r g e  o f  $0.53  p e r  n o n t h  

for a r c r i o d  n o t  to c x c c c d  36 m o n t h s  or u n t i l  tot81 rC!VCniir@s of 
- 4 -  



SSG,blS a r e  'collected, w h i c h o v e r  comes f i r s t .  Amounte c o l l e c t e d  

u n d e r  t h i s  surcharge  will be a p p l i e d  b y  KcCrenry County s o l e l y  t o  

the s e t t l e m e n t  of  the d e b t  owed to'WUD. McCreary County will be 

r e q u i r e d '  t o  f i l a  with t h e  C o m n i e s i o n  q u a r t e r l y  statcnents of 

payments on i t s  indebtedness to H U D .  

.. 
- .  

.The Commission further a d v i s e s  1IcCtcary County that f u t u r e  

ra te  requests should b e  ' f i l e d  on a more timely basis to a v o i d  

. r e c u r r i n g  del$nquencles,~ a n d  cautions that failure to a d h e r e  to t h i r  

a d v i c e  c o u l d  r e s u l t  i n  future " f i n a n c i a l  instability. 

/ ,  RATE DESIGN 
.. 

- A t  thc hearing of the c a s e ,  N r s .  P a t  T e r r y  and Ht. G r e y a o n  

Dee1 expressed concern about H c C t e a r y  C o u n t y ' . ~  r a t e  design, 

. .  

.. 

. .  

pastieulsrly i t a  impact  on large volume u s e r s .  The  Commission also 

questioned HcCresry C o u n t y ' s  rate d e s i g n  and r e q u e s t e d  additional 

information to assist r a t e  design evelustion. * i  
r 

T h e  Cpnmission bas c o h s i d e r e d  m o d i f y i n g  McCreary C o u n t y ' #  

t s te  design, However, uuch .a teak' i n v o l v e s  considereble effort ' t h r t  

would delay issuance of this O r d e r ,  and-McCteary  County io i n  n e e d  

of l m n r d i a t c  rate relief. Therefore, the Commission ha8 determined 

t o  defer tatc-dcr9gn restructing consldetationr and a d v i s e s  McCtcary 

County to -fncltrde a r a t e  design e v a l u a t i o n  propasal  in any future 

"case'. . 
.. 

T 

c v i d c n i c  

t 1;a c : 

' S L! M M A  R Y 

I Q  Comairrfon, a f t e r  c o n s i d e r n t i o n  o f  t h c  application and 

a f  record and beifrg a d v i s e d ,  I s  O E  the opinion and f i n d s  



1. T h e  cngifr.ccr's h y d r a u l i c  a n a l y s c s  i n d i c a t e  t h a t  ?!cCtc.ory 

C o u n t y ' s  c a t e r  nains are t o o  a n a l l  t o  hydraulically support tl ie 

proposed 5 0 0 , 0 0 0 - g a l l o n  tank a t  its. p r o p o s e d  locetlon and  that t h c  

9 , 0 0 0  fcct of existing 6 - i n c h  neLn b e t w e e n  the tank s i t e  and ' r :h i tIey  

C i t y  c o u l d  r e s t r i c t  the f low*'of  water to quantities t h a t  wkll not 

pcrnit.fu11 u t i l i z a t i o o  o f  t h e  500,000-gallon t a n k .  .. 

' .. . 

- . .  , The Commlrsioa, therefore, finds t h a t  p u b l i c  convenience e n d  
. .  

m c e s s i t y  do .not require c o n s t r u c t i o n  o f  t h e  500,000-gallon storage 

tsnk proposed  by McCreary County. 

. .  

. 2. McCreary ,County should m a k e  further studies of i t s  

d i s t r l b u t i o n  r y s t e m  f o r  t h e  p u t p o o e  of s e l e c t i n g  t a n k  site# and tank 

cspac5ties t h a t  are eOEp8tible with t h e  flowage c g p a c i t i e 8  of its 

e x i s t i n g  water mains. Its e u b o e q u e n t  propogalr  for s t o r a g e  tsnk 

. construction vi12 be r . e v i e w e d  and . e o n s i d e r e d  €or approval upon 

s 

.-\ . 

. receipt by t h i s  Commission. .. * _ .  . r C '  'A. 

3 .  With t h e  d e l e t i o n  of the proposed 500,000-gallon storage 

. -  tank and - t h e  substitucion therefor of storage tankrr, -that are 

compatible w%th t h e  flowage CapeCltie@ of  e x i e t i n g  Water mainr, 

publtc c o n v e n i e n c e  end necessity require t h a t  the  con8truction 

proposed i n  t h e  appllcstlon and r e c o r d  be parformcd a n d  t h a t  a 

c e r t i f i c a t e  of p u b l i c  convenience and n e c e s s i t y  be granted. 

. 4 .  The construction a p p r o v e d  herein includes improvement8 t o  

c e r t a i n  components of t h e  w a t e r  treatment process for  better 

-equalization of the capacities of thesc c o m p o n e n t s  sa e s  t o  effect 

.. 

i n c r e a s e d  p r o d u c t i v i t y  and efficiency o f  ~ 8 t e r  treatment p l a n t  

operations, and t h e  construction o f  a u t i l i t y  s e r v i c e  building to 
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5 a c l r ? d c  a Qeter .testing ' lahoratoty and f o c i l i t i c s  for the 

~ s l n t c n a n c e  of utility vehicles 8nd equipment. 
- .  

5 .  T h e  construction recommended herein i n c l u d e s  s t o r a g e  

tanks with a conbincd c a p a c i t y  of 500,000 gallons or less for w h i c h  

plans, specifications and estimates nre t o  be p r e p a r e d  and s u b d t t e d  

to t h i s . C o n m i s s i o n  a t  a future d a t e .  t 

. * .  6. Any d e v i a t i o n s  from the conetruetion a p p r o v e d  herefn 

vhich c o u l d  a d v e r s e l y  e f f e c t  s e r v i c e  to any customer s h o u l d  be . 

s u b j e c t  to the pr ior  approval of this Commission. 

s 
* .  

e. 

. 7 ,  ' T h e  t o t a l  project  c o s t s  for  the construction 8pQtOVed end 

rccomoended herein will,. on the basis of the b i d s  received February 

8, 1983, approximate $785,000 in=-ludlng fees,. c ~ o n t ~ n g e a c l c s  and 

0 

. .  other indirect c 0 8 f 8 .  .McCreery County*# f i n a n c i n g  i n  t h e  amount of 

. __. . $785,000 should, t h e r e f o r e ,  be approved .  

8. Th& p r o p o s e d  *borrowing 'of $385,000 is for lawful object8 

- within ' t h e  c o r p o r a t e  purposes of HcCtesry C o u n t y ,  is necessary and 

appropriate  for and consistent ;with the proper performance. of 

:services t o  t h e  p u b l i c  by HcCreary County ,  will n o t j i m p a i r  ;Its 

. .  

. .  
0 ability to perform tbeea  services and l e  reaooaebly ncrcca8ary and 

.?ap#ropriate for such purpomes. 
,, 

9. HcCreary County should 

d o c o r n e n t a t i o n  of t h e  total c o s t  of t h i s  

of construction and a l l  other capitalized 

-adbinlstratlvc. etc.) within 60 days of 

is substantially completed. 

. .  
f u r n i a h  duly v r t g f l e d  

project  1,ncluding t h e  c o a t  

costs (engineering, l e g a l ,  

the d a t e  that construction 

10.. 5icCreary County*s Contract with its e n g f n c c r  should 

r e q u i r e  t-hc provision of f u l l - t l m c  resident. i n s p c c t i o n  under the 
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r.cnc.rRl supcrvision. of a profcssionnl c n g i n e c r  w i t h  a K e n t u c k y  
* .  

registration i n  civil 

a3d inspection should 

. .ecca.rdancc . v i  t h  t h e  

. .  

conformance w i t h  t h e  

or n e c h a n i c a l  e n g i n c c r l n g *  T h i s  supcrvision 

insure t h a t  she c o n s t r u c t i o n  work i s  done i n  

contrac t  p l a n s  and spccificetiont . a n d  i n  

b e s t  practices o f  the c o n s t r u c t i o n  t r a d e s  

. i n v o l v e d  i n  t h e  p r o j e c t .  

- *  1 1 .  NcCteary County s h o u l d  requ ire  the engineer  t o  f u r n i s h  

. this Coam%ssion w i t h  a copy of t h e  record p l a n s  a n d '  signed 

. s t a t e m e n t  t h a t  t h e  c o n s t r u c t . i o n  h a s  b e e n  s a t i s f a c t o r i l y  c o a p l e t c d  I n  

accordsnce w i t h  t h e  c o n t r a c t  p l a n s  and s p e c i f i c a t i o n s  w i t h i n  60  days 

of C h e  d a t e  of s u b s t o n t l a l  completion of this construction. 

1 2 ,  HcCreary County h a s  been a d v i s e d  by t h e  Department  for 

N a t u r a l  Resourees- that ita water impoundment dam d o e r  n o t  meet the 3 J  

.. . - Einimum c r i t e r i a  a d o p t e d  by the Commonwealth of K e n t u c k y  for 

moderate haza'rd dams, . The Phase' IS i n v e s t f g a t i o n ,  which has  been 

e s t i m a t e d  t o ,  cost $ 2 0 , 0 0 0 .  shouzd be c o m p l e t e d  d u r i n g  calendar year 

1983, WcCreary County shou1.d seek the approva l  of the  FmBA and the . .  

- A R C  for g e t t i n g  aside contingency funds from t h i o  pro3ect.to pay for 
_ .  . - t h e  Phere  I1 study. 

. 1 3 . '  Tha r a t e s  p r o p o r e d  by ElcCteary County w i l l  producr 

revenues I n  ~ X C ~ B B  of t h e  revenues f o u n d  reasonable h e r e i n  and 

should .be- d e n i e d  upon 
.. 

1 4 .  T h e  rates 

. ' cdr !  r e a s o n a b l e  r a t e s  

8ppriCatIOn O f  KRS 278.030. - 1  I ;: ;, ; . 

and c h a r g e s  i n  Appendix A are.the,falr, j u s t  

t o  b e  charged by XeCrcory County i n  t h a t  t h e y  

. 

s l : o u l 2  produce gross annual-revenue of $470.364. . A  . 

15.  I n  a d d i t i o n  t o  t h e  r o t c s  i n  A p ~ c n d i x  h,.:TcCrcsry County  

s l . o t r l d  c h a r g c  I t a  c u ~ t c i m c r s  a s u r c h a r p c .  

-2- 



16. McCreary County should bc ruqulrcd t o  subn1t.a q u a r t e r l y  

statement showing edounts r e c e i v e d  fron t h c  s o r c h c r g c  and each 

payment made to l l U D  w i t h  c o p i e s  of cancelled checks. 

IT IS THEREFORE ORDERED t h a t  NcCreary C o u n t y  b e  and i t  hereby 

fs d e n i e d  a Certificate of public c o n v e n i e n c e  and necessity for 

c o n s t r u c t i o n  of Its proposed 500,000:gallon wat'er s torage  tank. 

. .. IT XS FURTHER ORDERED t h a t  NcCreary C o u n t y  be and I t  hereby 

. 1.6 g r a n t e d  a. certificate of public c a n v e n i c n c e  and ncce8slty to 

proceed w i t h  t h e  c o n s t r u e t i a n  'of the p r o p o s e d  water treatment plant 

improvements and to proceed with the construction of a building t h a t  

will house a meter testing l aboratory  and provide facilities for the 

~ 1 8 i n t e n a n C e  of utility v e h i c l e s  and equipment 8s g e t  f o r t h  S n  the 

. .  p l a n s  And specifications of record herein. . .  

.. - IT IS FURTRER ORDERED t h a t  PIcC.rearp County s h a l l  .make further 

s t u d i e s  of i t 6  d i s t r i b u t i o n  system t o  se l ec t  tank sites and taak 

c a p a c i t i e s  tha t  are hydraulically compatible vith the capacitice of 

- . I t s  distribution mains. The revgeed proposals for construction of 

water storage facilities r h a l l  be submitted t o  this Commission for 

. approval before any construction t h e r e o f  is begun .  
I. 

. IT IS FURTHER O R D E R E D  that NcCreary County shall complete t h e  

Phase -If investigetion of i t s  water impoundment dam a s  . s o o n  a s  

feasibly p o s s i b l e ,  but nb leter t h a n  December 31, 1983.. . 

IT IS FURTHER ORDERED that a n y  d e v i a t i o n s  from t h e  

' .construction approved h e r e i n  which c o u l d  a d v e r s e l y  a f f e c t  r c r v i c c  t o  

ony custonct sbatl be s u b j e c t  to t h e  p r i o r  appr'oval  of this 

Caxiviss ion.  



IT IS PUETHER U R U C R E D  that PicCrear)' C o u n t y ' s  . p l a n  o f  

f l n a n c l r r g  In the anbunt of $ 7 t i S , O O O ,  i n c l u d i n g  4 0 - y c a t  2oans of 

$ 2 8 5 , 0 0 0  at 5 p e r c e n t  i n t e r e s t  sod $ ~ O o , ~ o o  8 t  1 1  3 / 8  p e r c e n t  

1 n t e r c s t " f r s m  the Fml iA  b e  a n d  i t  h e r e b y  i s  a .ppraved .  

IT IS FURTHER ORDERED''  t h a t  HcCrtary County shell f I le with 

the Commission d u i y  v e r i f i e d  documentation w h i c h  sbous t h e  t o t a l  

'costa of the conetruction h e t c i o  certif l c s t c d  I n c l u d i n g  a l l  

espitalize$ c p s t e  (eng ineer ing ,  l e g a l ,  e d n l n i s t r a t i v c ,  e t c . )  v i t h i n  

60  d a y s  of t h e  d a t e  t h a t  c o n s t r u c t i o n  i s  substantially completed. 

. .  

.. 

. .  XT IS FURTHER ORDERED thst the contract between McCreary 

County e n d  .its e n g i n e e r -  shall require the p r o v i s i o n  of ,full-time 

resident i n r p e c t i o a  u n d e r  the gener.1 supervision qf a profarrionrl 

. .  engineer wl th  8 Kentucky registration i n  c i v i l  or. m e c h s n i c c l l  

. eng1.neering. This supeFvision and i n s p e c t i o n  shall i n s u r e  t h a t  t h e  .-. 
c o n s t r u c t i o n  work is done in'sccordance w l t h  t h e  c o n t r a c t  p l a n s  and 

specZf ice t lo~~r  and i n  codfotaancc w i t h  the b e s t  practices of the 

- ' .  construction trades i n v o l v e d  i n  the  project .  I * .  

IT IS FURTHER ORDERED t h a t  NcCresrp County s h a l l  require t h e  

engineer t o  f u r n i s h  t h l r  Cornmiaaion wi th  a copy o f  the record 

d r a w i n g s  'and a signed e t a t t a e n t  t h r t  t h e  construction h a s  been 

s a t i s f a c t o r i l y  completed and done i n  8ccordancc w i t h  t h e  c o n t r a c t  

p l a n s  8 n d  s p e c i f l c a t i o n m  w i t h i n  60  d r y r  of  the d e t e  of r u b a t a n t i 8 1  

coopletion of t h e  propoocd c o n e t r u c t l o n .  
.. 

IT IS FURT1!ER O R D E R E D  t h a t  t h e  rates ~ r o p o s e ' d  - b y  !:cCresty 

County  be ,and t h e y  hereby arc denied. 

IT IS FURTIIER O3:DLRED t h a t  tlic rates and c h a r g e s  1.n Appendix 

A !,cB a s 2  . t l .cf  hcrcby are o p p r o v c d  2s tl:c f i r i r ,  j u s t  o n d  tcaaonahlc 

- 10- 
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- . .  

I 
I 

- .  

t a t c s  and  charges t o  l e  charged by XcCrear? County  for serv ice  

renlcted cn an'd a f t e r  the date of t h i s  O r d e r .  - 
IT I S  F U R T X E R  ORDERED t h a t  YcCreary County shall plscc d n t o  

e f f e c t  t h e  surcharges 5n Appendix A , . e f f e c t i v e  with the next b i l l f n g  

z f t e r  the d a t e  of t h i s  Order.; for a p e r i o d  , n o t  t o  exceed . -  36 months 

- 

-on and .after the d a t e  of the  n e x t  b i l l j i g  or u n t i ' l e S 2 6 , 4 1 S  has been 

co l lected ,  whichever f i r s t  occurs. 
.. 

IT I s .  FURTHER ORDERED t b a t  Mccrcery County shall i i i c  8 .. 
q u a r t e r l y  rtatcment w i t h  t 6 e  Comnission outlining the  amounts 

c o l l e c t e d  from the  surcharge and payncnto made t o  !IUD. These 
* 

conrh ly  s t a t e m e n t s  shall-' include' a copy of t h e  cancelled checks  and . .  - *  

# . .  the s u p p l i e r s '  1 n v o I c e s ~  - * .  . .  , 

, .IT IS FURTHER ORDERED t h a t  within 30 d a y s  of t h e .  d a t e  of t h l e  

Order,. KcCreary C o u n t y  @ h a l l  , f i l e .  its t a r i f f s  ' s e t t i n g  o u t  the. rate8 
. .  ,. . . , . .  

I !  

.. 
1 .. 

- , *-;.. . .-. - .  . . .  . .  ; '.I . . .  
. - >  :i , I  : .. . . 

' apprdved  i o  A i p b n a i i  .A;! 

?iothih,g coatsined herein. shall be deemed a w a r r a n t y - o f  the . 
& . .  . . - .  Commonwealth of Kentucky ,  or. any! agency t h e r e o f ,  of the f i n a n c i n g  

here in  a u t h o r i z e d .  

0 e -  Cone a t  Frankfort, Iteatucky,  t h i e .  

By. the. Commission 

.. 

ATTEST : 

. .  . 
S c c r c t a r y  
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: I .  

. F O O T ~ I O T E S  

. I  I. Colculationr 
. .  .. 1 . ., 

. $ 2 , 6 2 8 , 7 1 9  

Construct i'on 1 , 4 0 5 , 1 9 C  

Conpositc .~cprcciation Rate  . X 2-66:! 

in S e r v i c e  . 1  3 2 , 5 1 9  

7,700 

4 0 , 2 1 9  

. . . .  U t i l i t y  Plant i n  S e r v l c c  
I.essl -Con'tr* ihut ions  in   id of . . .  

' !;et V t l l i t y  Plant in Servi .ce  1 , 2 2 2 , 5 2 3  ' , '  ' . 

' Ccprecieti-on -Expense oh P lant  ' . . , .  
. I -, . .  . .. , 

P l u s :  Depreciation E x p e n s e  . .  
. .  

. .  . - .  
' 1 q : .  . .  

on Proposed Construction 
. .  

. ,  . .  

.! ; : 1 ;.I I ... . .  1 .  A d j u s t e d  D e p r e c i a t i o n  E x p o n o t  S .' a , .  . I  

. _ .  . .  . ,  . ' 1  :> 

$ . 3 6 4 , 4 3 2  , . . .  2 .  , A d j u s t e d  O p e r a t i n g  Expenses ' _  

- ' 1 . 2 X  Debt: S e r v i c e  ( $ 8 8 , 2 7 7 )  

Increase A l l o w e d  s 66,303 - 

1 0 5 , 9 3 2  - . *  

. .  , $ 470,364 .. . .  . I : t  v e n u e  Rcqui re men t . 
Less: A d j u s t e d .  O p e r a t i n g  Revenue 

. .  + O t h e r  Income 4 0 4 , 0 6 1  

~ . .  . .  

. -  3 .  ' This -Con&i.ssion was adv5se:d' 'of' t h i s  m a t t e r  by a - iettet dated 
F e b r u a r y  9, 1 9 8 3 ,  from N a t u r a l  Resources. T h e  c o n t e n t  of t h i s  

, .-. . ' l e t t e r  w a s .  b r o u g h t  0u.t during ttie h e a r i n g  by t h e  enginecrcs 

testimony1 pages 4 0 . a n d  41 of the h e a r i n g  t r a n s c r i p t .  . .  1 ..I , 

.. 

. 



. .  

A P P E K D I X  A .. 
A P P F . K D 1 X  T O  AR ORDER OF THE K E X T U C K Y  P U B L I C  SERVICE 
COIl14ISSIOK IN CASE KO. 8 7 2 0  D A T E D  

Thc following rates and charges arc p r e s c r i b e d  f o r  t h e  

c u s t o m e r s  in the area s e r v e d  by McCreary County Water District. 

A l l  o t h e r  rates and charge6 n o t  specifically mentioned herein 

-s')?sll renain the same as those in e f f e c t  u n d e r  authority of 

- thfs Commission p r i o r  t o  t h e  d a t e  of this O r d e r .  

* Consumption 

Water Service 

Rate - .. 

First  2,000 gallons . $ 6 . 4 2  (MfQimurn B i l l )  
K e x t  8 , 0 0 0  g8110ns 2 . 4 5  per 1,000 gallons 
Next 10,000 gallone ' , 1 - 8 7  p e r  1,000 g a l l o n s  . 
Over 2 0 , 0 0 0  gallons 1.17  per 1,000 gellons 

. .  .. . Surcharge 

A n  itcmlsed Surcharge i n  the amount of $ O . S 3  s h a l l  be a d d e d  
to the monthly b i l l  of each customer served by HcCrearp County 
Water D l r t r ~ l c t ,  oubject t o  condition6 outlined in t h i s  Order, 

.. 




